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SUBJECT: OIL PRICE FREEZE 

REF: (A) JIDDA 8148, (B) JIDDA 8297 

1 . WE GREATLY APPRECIATE YOUR IMAGINATIVE AND CONSTRUCTIVE 
EEEORTS IN CONSOLIDATING SAUDI RESOLVE TO PUSH EOR A PRICE 
EREEZE. WE ARE PLEASED AT YAMANI'S ASSURANCE REPORTED 
REF A THAT A PRICE FREEZE AT OPEC MEETING IN CARACAS IS A 
CONEIDENTIAL 
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EOREGONE CONCLUSION. WHEN SUITABLE OPPORTUNITY ARISES, 

YOU SHOULD CONVEY TO SAUDI LEADERSHIP OUR WARM APPRECIATION 
EOR ALL THE SAUDIS HAVE DONE TO LINE UP SUPPORT TO ASSURE 
A PRICE EREEZE DECISION AT THE DECEMBER OPEC MEETING. IN 
CONVEYING THIS, YOU SHOULD ADD THAT WE STRONGLY BELIEVE 
IT SHOULD BE ANNOUNCED AT CARACAS THAT THE FREEZE IS EOR 
THE ENTIRE YEAR OE 1978 IN ORDER TO ELIMINATE THE UN- 
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CERTAINTY WHICH THE OIL MARKET AND THE WORLD ECONOMY WOULD 
OTHERWISE EXPERIENCE DURING THE YEAR. UNCERTAINTY ABOUT 
THE POSSIBILITY OF A PRICE RISE AT MID-YEAR WOULD INHIBIT 
INVESTMENT DECISIONS AND ECONOMIC EXPANSION AND THUS UNDER- 
CUT THE MAXIMUM BENEFICIAL IMPACT ON THE GLOBAL ECONOMIC 
RECOVERY WHICH WE AND THE SAUDIS SEEK. IN OUR DISCUSSIONS 
OE A FREEZE WITH SAUDI LEADERS, THE SHAH, AND OTHERS, WE 
HAVE CONSISTENTLY UNDERSTOOD THIS TO MEAN A FREEZE EOR THE 

LULL YEAR AT LEAST. 

2) EYI: WE ARE CONCERNED THAT YAMANI'S ASSURANCE, 

WELCOME AS IT IS, ANTICIPATES THE POSSIBILITY OF A 
PRICE RISE ON JULY 1, 1978. (OTAYBA'S REMARKS REPORTED 
IN REE B ARE ENCOURAGING AS EAR AS THEY GO.) A SIX- 
MONTH FREEZE WOULD ENCOURAGE THIS SORT OE EXPECTATION, 
ESPECIALLY IE THE SAUDIS MAINTAIN A CEILING ON PRODUC- 
TION OE 8.5 MILLION BARRELS PER DAY. IN SUCH A SITUA- 
TION, THE COMPANIES ARE LIKELY TO ENGAGE IN STOCK- 
PILING IN MAY AND JUNE, TEMPORARILY CREATING AN 
ARTIFICIALLY HIGH LEVEL OF MARKET DEMAND. OPEC 
COUNTRIES COULD THEN POINT TO THIS HIGH DEMAND AS 
JUSTIEICATION EOR A PRICE INCREASE AT MID-YEAR. THUS 
YAMANI'S PREDICTION OE DEMAND PRESSURE ON OIL SUPPLIES 
LATER IN 1978 COULD BECOME A SF.LF-FUT .FIT .LING PROPHECY. 
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3) WE ANTICIPATE THAT OIL PRICE ISSUES WILL COME UP 

IN SECRETARY'S TALKS WITH SAUDIS IN RIYADH NEXT WEEK. 

END EYI. CHRISTOPHER 


CONEIDENTIAL 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: Z 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: OILS, PRICES 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 09-Dec-1977 12:00:00 am 

Decaption Date: 22 May 2009 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977STATE294227 

Document Source: CORE 

Document Unique ID: 00 

Drafter: PKBULLEN:CEJ 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D770459-0022 

Format: TEL 
From: STATE 
Handling Restrictions: 

Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19771272/aaaacixn.tel 

Line Count: 97 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 2fa39407-c288-dd11-92da-001cc4696bcc 
Office: ORIGIN EB 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: LIMDIS 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: LIMDIS 
Reference: 77 JIDDA 8148, 77 JIDDA 8297 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 18-Mar-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 291515 
Secure: OPEN 
Status: NATIVE 
Subject: OIL PRICE FREEZE 
TAGS: ENRG, SA, US, OPEC 
To: JIDDA 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/2fa39407-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



